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Dear Mr. Caton:

Pursuant to Section 1.1206 of the Commission's Rules, this letter is to advise you
Douglas G. Smith and Timothy Hopple of Omnipoint Corporation met with Mr. Ralph
Haller, of the Commission's PCS Task Force, and Beverly Baker, Deputy Chief of the
Commission's Private Radio Bureau. Mark O'Connor, of this office, and I were also in
attendance at the meeting. At the meeting the following issues concerning the
reconsideration of the Second Report and Order, GEN Docket No. 90-314 were
discussed: (1) the issues affecting unlicensed PCS; (2) the assignment of spectrum to
PCS licenses, including recent proposed band plans. In addition, we discussed issues
concerning the definition and treatment of "small business" for purposes of designated
entity status in the competitive bidding process for 2 GHz PCS. Attached is a copy of a
recent newspaper article from the Morris County Daily Record that was given to Mr.
Haller during the meeting. Lastly, I made a short presentation on behalf of PCS Action,
Inc. concerning recent band plan proposals, consistent with the ex parte letter filed this
day on behalf of PCS Action, Inc.
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In accordance with the Commission's rules, I hereby submit one original and one
copy of this letter.

Ronald L. Plesser

Enclosure
cc:  Ralph Haller
Beverly Baker

William Kennard
MJO/mjo
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By BernaRp Connon
Daily Recore

Cellular telophones, once perks of
business executives and rich, are
turning middle class,

Bell Atlantic Mobile and Cellular
One, the dominant wireclcss companies
in Morris County, are battling each
other for the common ci mar-
keting their product as the new stan.
dard jtem for Amaerican families and
matching each other in rebates on
phone purchases to make it all seem
afTordable.

But in it likaly that fierce competition
will continue to briag cellular costs
down and democratize the technology?

The answer, in the short run, is yes.

Aside from the competition between
the twg companies, & new kind of wire-
less communication not yet available —
PCS — might forte the two cellular pro-
viders to offer not just phones cheaply
but service, too. Some analysts say it
already is prodding Bell Atantic Mo-
bile and Cellular One to cut prices.

In the long run, however, loday’s bat-
tles for market share are giving these
two titans & head start that could help
knock out most of these PCS upstarts.

“They figure that if they get the cua-
tomers now, my ability to get customers
later will become much more prob-
lcmatic," said Terrence P, McGarty, a
Florham Park investor who plans to set

i up a PCS syatem. “T1| have to spend &

lot more money.™

Easy profits

Belli Atiantic Mobile and Cellular
One, onos content with attracting most-
Iy business users, have found a ripe
market among people who want cellu-
lar phones in their cars in case ol emer-
gencies » like the snowstorm this win-
ter that forced Route 287 trafficinto 12-
haur standstills, spreading fear
families at home unable to contact thair
loved ones. In recent months, people
who eite security and other non-busi-
neas reasons for buying a cellular phone
have represented as much as 60 percent
of new eellular customers, compared
with 25 percent in 1988.

But thege customers seldom usa their
phones. That's a problem for Bell Atlan-
tic Mobile and Cellular One, which
dont maks phones and so must get
their moncy from monthly fecs and-call
charges.

“It's easy to make a profit when'cus-
tomers sre high-usc busincssmen, but
1ot so easy when they sec celiular ashn
ngursnce policy for emergentics,” said
{ierache] Shosteck, a telecommunica-
lions analyst in Silver Springs, Md.

‘How important is this man?

Bell Atlantic battles for cellular customers on home turf in Morris

iy

Joun BELL 7 Dally Recard

Mike O'Brien, a Bridgewater resident who werks in Morristown, reprasents
the cellular Industry's most prized customer — and possibly Its biggest
headache, He doesn’t use his phone often enough to bulld profits.

“The answer is to gign vp 83 many cus-
tomers as possible”

A new problem

Looming over all this competition is
PCS, or Personal Comnmunieation Ser-
vices, which some suspect is adding to
the urgency of the battle for market
share nov,

The appeal of PCS ig that it uses a
technology called microcellular, which
allows for smaller and cheaper phones.
PCS is also a digital communication.
Digital gives clearer reception than the
analog technology used by most cellular
networks. Digital alte promises to
maks # casier to incorporats more gee-
whiz features.

The goverument is expected to au¢-
tion off the PCS radio bands for com-
mercial \se early next ysar.

The race ie on’

Maanwhile, cellular companies are
racing to sign up customers.

-One tactic: advertising. A lot of ad-
vertizing.

On Jau. 13, James Easl Jones, the
actor with the reassuringly decp voice,
started pitching Bell Atlantic Mobile's
wireless service to Lclcvision viewers, or
rather those viewers thinkiag of pur-
chasing a cellular phoae for security —
say, if thoir car gets'stuck on the road.

The message ia phone csllers can rest
agsured that their calls will be connect-
ed cleanly with Bell Atlantic Mublle,

which, like most cellular companies, is
upgrading its cell cites with digital

technology.

Cellular One of New York & New Jer-
sey, the company operating in Morris
County and one of many Cellular One
groups nationwide, has algo launched
advertisemants to the potential peraon-
al-use cugtomer.

One advertisement in local newspa-
pers, begun in mid-April. showa & car
listing to one side.

Thwump! Thwump!

The caption; “THWUMP! What the?
THWUMP{ THWUMP! Uhk-oh!
THWUMP! THWUMP! ¥
only I had u cellular phone.”

At the bottom: “$25.95 and the phone
in yours,”

Callular One provides a rebate of $50
off 1 $79.95 cellular phone in sxchange
for customar’ guarantees they will re-
main s Cellular Ope customer for at
least one year.

“Every day, the compctition gets,
Gercer,” said Steve Flelecher, a spokes-
man for Ball Atlantic Mobdile, which
also subsidizes phone purchases to lure
customers_ His company recently addad
100 peaple to its Bedminster-based
sales force.

So far, all this competition has donea
good job of boesting the customer base
on both sides.

Nynex Mobile, which now is managed
in New Jersey by Bell Atlantic Mobile,

Cellular users increasing
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saw g surge in customers signing on for
personal use at the cnd of last year. And
the qurge hss continued, said Jim
Geruco, 8 cOMpany spokesman.

Its competition, Cellular One of New
York & New Jersey, considery the first
four months of this yesr its “single big-
gest growth period,” eaid Tom Koltey,
vice president for marketing.

See PHONE 103
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ers make a profit off thegse new
subscribers? Last year, the aver-
age new customer spent about
$44 a month on calls and fees,
compared with about $74 2 month
in 1988, said Shosteck, tlu Silver
Sprmgs congultant.

Nynex Mobile, like the ethers,
is playing around with pricing
plans to get customers to use cell-
ular phones more. Three yeeks
ago, after months of test, tndu, it
started offering service for $39.99
a month with 30 minutes of free
calls. And customers are inczeas-
ingly using the cellular phone for
more than emergencies, Gerace
said.

Curt Bush, owner of cellular re-
tailer The Finishing Touch in
Morristown, isn't sure about that.
He concedes that many of his cus-
tomers uge the phone more often
than they anticipate. But the typ-
jcal customher, Bush suid, is more
like Mike O'Brien, a Bndgewutar

- resident who works in Morris-

town.
O'Brien’s plan charges 95 cents
a minute at peak times, But the';

Bergen drug maker
discontinues study

FORT LEE — Chemex Phar-
maceuticals sald Friday it will
discontinue research’into a new
dermastitis treatment.

Results of & pilot study f the
proposed new compound “did not
show gufficient efficacy'to war-
rant further development® the
company said in its announce-
ment, s
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GUARANTEED TO BEAT OR MATCH

O'Brien said.

Price will be key

Bell Atlantic Mobile is trying to
combat this by offering enhanced
services designed to convince peo-
ple cellular is worth the cost.

In Pittsburgh, for example, the
company is testing a technology
that assigns one telephone num-
ber to customers and then auto-
matically sends calls to them
whether in the office or the home.
or between the two, in the car,
next to the cellular phone.

But analysts say that the war
for the average customer will be
based ultimately on pricc — and
not just subsidies for phone set
purchases, but access fees and
charges per minute.

- That's where competition from
PCS comes in. It could force the
price competition.

Consider the strategy of
McGarty, the Florham Park PCS
enthusiast. His plan, if he wins
the government auction, is to at-
tack Massachusetts — not New

-
-
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Monarch Savings 247 250 244 250 339 350 363 3.70 411 425 8505 526
Skylands Community 250 253 250 252 275 278 350 356 4.00 407 4.50 459
Summit 273 275 219 225 253 260 292 300 358 370 453 470
Vailey National 250 253 3,00 305 325 330 382 400 425 434 500 513

high cost doesn't bother him. He Jersey — but the tactics he ex-
B Phone bought the phone in ease he pects to use might reflect that of
) bresks down in his car along other PCS competitors nation-
o T— p—To Route 287 while driving to and wide.
from F&G Re Inc., his Morristown ehMcG;rty s planned tactic:
. . employer. He makes about four charge $20 or $25 a month, with
Sounds impressive, ' calls a month. unlimited loeal ealling.
But can Nynex Mobile and oth- ~ ~ bought it for peace of mind,”

Competition killers

Roy Solomon, a former Nynex
Mobile sales force chief, thinks
much of this competition, howev-
er, will prove short-lived. He pre-
dictsa that Bell Atlantic Mobile
and Cellular One, with their big
market shares and sbundant
sources of revenue, will kill many

. of the new competitors in their in-

fancy,

Prices won't drop fast, Solomon
said, and cellular users, now 6
percent of the U.S. population,
will rise to only 10 percent in 10
years.

McGarty predicts 40 percent.

To judge from what Bell Atlan-
tic Mobile is saymg, PCS's demise
should be 1

“We don't have to build towers
to provlde service, like PCS. And
even if we did, we have
therea]estatefndoxt said Lon-
nie Laner, vice president for New
Jersey sales at Bell Atlantic Mo-
bile. “And we will bave more to
offer than PCS in terms of cover-
age and services.”
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